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1. SUMMARY. OCTOBER 23, EMBASSY’S DCM, ECONOMIC COUNSELLOR 
AND COMMERCIAL ATTACHE MET WITH DR. LUIS JOSE HERNANDEZ, 
PRESIDENT OP SIDOR TO RAISE ISSUES PRESENTED REPTEL C AND 
RECEIVE GENERAL ORIENTATION ON EXPANSION PROGRAM. IN CORDIAL 
TERMS HERNANDEZ REVIEWED CLOSE RELATIONSHIP SIDOR HAS HAD 
WITH HOST OP AMERICAN FIRMS SINCE ITS INCEPTION. HERNANDEZ 
SAID MONTHS OP THOROUGH STUDY BY BOTH SIDOR AND U.S. ENGI- 
NEERING FIRMS HIRED AS ADVISORS AND OVERSEERS FOR PROJECT 
LED TO REJECTION OP UEC-BLISS OPPERS PRIMARILY ON TECHNICAL 
GROUNDS. END SUMMARY. 

2. DURING HOUR AND A HALE TALK WITH HERNANDEZ, EMBASSY 
OPFICERS WERE GIVEN DETAILED RATIONALE POR SIDOR'S CHOICES 
IN MAKING AWARDS IN BIDDING COMPETITION POR EXPANSION PRO- 
GRAM. WITH REGARD TO PARAGRAPH 2, REFTEL C, HERNANDEZ 
POINTED OUT THAT UEC-BLISS PROPOSAL WAS SIMPLY NOT RESPON- 
SIVE TO SIDOR BIDDING SPECIPICATIONS. WHILE SIDOR WELL AWARE 
OP ADVANTAGES OP UEC-BLISS PROPOSAL, MONTHS OP STUDY 

AND EXCHANGES WITH BIDDERS RESULTED IN CONCLUSIONTHAT, 

"THE PROPOSAL DOES NOT FIT SIDOR'S PLANS AND IT WOULD NOT 
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BE CONVENIENT POR US TO ACCEPT IT AT THIS TIME." HERNANDEZ 
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CITED "GREATER WILLINGNESS OE GERMAN FIRMS TO TAKE RISKS 
IN EIXED PRICE BIDDING" AS ADDITIONAL REASON EOR LARGE 
DIFEERENCE IN MAGNITUDE OF TENDERS. HE NOTED THAT U.S. 
COMPANIES HAD NOT CALCULATED ON AS CLOSE A MARGIN AS GERMAN 
FIRMS AND SPECIFICALLY MENTIONED STEEL COSTS PORTION OF 
PROJECT AS CONSERVATIVE AREA IN U.S. FIRMS BIDS. 

3. WITH REGARD TO PARAGRAPH 4, REFTEL C, ONE COULD ACCUSE 
UEC-BLISS OF EMPLOYING SAME TACTIC AS GERMANS HAVE 

IN PAST: SELLING GREATER THAN NEEDED CAPACITY BASED ON 
PRESUMED FUTURE NEEDS OF CUSTOMER. 

4. SIDOR PRESIDENT MENTIONED THAT SINCE ITS INCEPTION 
SIDOR HAS RELIED ON ENGINEERING SERVICES PROVIDED BY AMERI- 
CAN EIRMS AND CITED MOST RECENT HIRING OF AMERICAN FIRM, 

RUST ENGINEERING CO., TO PROVIDE TECHNICAL AND TRAINING 
SERVICES FOR INSTALLATION AND OPERATION OE NEW EACILITIES. 

RUST EVENTUALLY EXPECTS TO HAVE APPROXIMATELY TWO HUNDRED 
AMERICAN EMPLOYEES AT SIDOR INSTALLATION. 

5. GIVEN ABOVE INSIGHT, IT WOULD BE DIFEICULT TO ACCUSE 
SIDOR OF DISCRIMINATION. WHEN LARGE PRICE DIEFERENCES 
BETWEEN BIDS OF UEC AND DEMAG WERE QUESTIONED BY EMBASSY 
OFEICERS, HERNANDEZ INSISTED THAT BIDS WERE AWARDED MORE 
ON TECHNOLOGICAL DIFFERENCES THAN ON PRICE DIFFERENCES, 

BUT NOTED THAT DIEFERENCES OF UP TO 80 PERCENT HAD BEEN 
FOUND BETWEEN NON-AMERICAN BIDS. "UEC WAS NOT ONLY FIRM 
WHOSE BIDS SEEMED TO US TO BE INFLATED." 

6. WITH REGARD TO DIRECT REDUCTION PLANTS, HERNANDEZ 
SAID PLAN IS STILL TO CONSTRUCT 9 ADDITIONAL PLANTS AND 
THAT DECISION AS TO CONTRACT AWARD WOULD BE MADE IN NEXT 
THIRTY DAYS. SIDOR WOULD PREFER MORE TIME TO STUDY TWO 
PILOT PLANTS NOW IN EXISTENCE, BUT THIS WOULD DELAY THEIR 
OVERALL PLAN; THEIR DECISION MUST BE MADE NOW. HE GAVE 
NO HINT AS TO WHICH PROCESS WOULD BE USED. 

7. WHEN QUESTIONED REGARDING FURTHER SIDOR AND GOV STEEL 
EXPANSION PLANS AND SPECIFICALLY THE POSSIBILITY FOR U.S. 
PARTICIPATION IN SECOND STEEL PLANT BEING SUGGESTED FOR 
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ZULIA PROVINCE TO TAKE ADVANTAGE OF COAL DEPOSITS THERE, 
HERNANDEZ SAID HE ANTICIPATED MANY OPPORTUNITIES FOR U.S. 
SUPPLIERS. 

8. HERNANDEZ CONFIRMED PREVIOUS REPORTS THAT SIDOR WOULD 
PURCHASE UP TO ONE MILLION TONS OF IRON PELLETS FROM PERU 
IN INTERIM PERIOD WHEN SIDOR EXPANDING OWN CAPABILITIES. 
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9. G.H.H. STERKRADE AND DEMAG A.G. HAVE WON THE CONTRACT 
EOR ONE EURNACE AND THE CONTINUOUS SLAB MILL. SIDOR IS 
NO LONGER LISTING UEC-BLISS AMONG THE CONTENDERS EOR THE 
SECOND FURNACE AND CONTINUOUS CASTING LINE. IN THE WIRE 
AND ROD MILLS, NO AMERICAN EIRM WOULD SUBMIT A BID, BOTH 
WENT TO GERMAN EIRMS. 

10. COMMENT - HERNANDEZ'S ARGUMENTS CARRIED SOME WEIGHT, 
EXPECIALLY IN VIEW OE HIS ASSERTION THAT TWO U.S. ENGINEER- 
ING FIRMS AIDED SIDOR IN MAKING CONTRACT AWARDS AND WERE IN 
AGREEMENT WITH AWARD DECISIONS. ONE OE THE EIRMS, RAMSEY- 
MILLER OE NEW YORK, HAS BEEN SIDOR CONSULTANT SINCE 1955. 
WITH REGARD TO HIS PERSONAL SENTIMENTS, HERNANDEZ MADE 

A POINT OP TELLING EMBOPFS OF HIS BACKGROUND WHICH INCLUDES 
INTER ALIA A DEGREE FROM THE UNIVERSITY OP MICHIGAN AND 
ONE AND A HALE YEARS WITH UNITED STATES STEEL CO. AS A 
TRAINEE. AMERICAN FIRMS SHOULD REMAIN ALERT AS WILL 
EMBASSY TO FURTHER EXPANSION PLANS IN VENEZUELAN STEEL 
INDUSTRY AS THESE ARE DEVELOPED. END COMMENT. 

SHLAUDEMAN 
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